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THE FPRASIDERYD BAS SkrEN.

THE CHAIRMAN OF THE ( '

COUNCIL OF ECONOMIC ADVISERS

WASHINGTON —

March 18, 1977

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultze

Subject: The Consumer Price Index (CPI) in February

The CPI rose 1.0 percent in February. A sharp rise
in food prices (2.0 percent) led to this result. Items
other than food rose 0.6 percent. ,

The cold weather clearly played a major role -- fruit
and and vegetable prices rose 8.3 percent.

On the other hand, the risein consumer prices other
than food and energy has risen faster in the past two
months than in the latter part of 1976.

CPI except food energy
(percent increase)

1976 Sept. .4
Oct. .4
Nov. .4
bec. .4
1977 Jan. .9
Feb. .6

(The CPI was released today at 10:00 a.m.)
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Mr . President:

Jack Watson concurs with
Hamilton, and favors Option 2.

Rick
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4. Stu Eizenstat argues for active support of the Commission

(which would probably save the Commission in Conference):

a. neighborhood groups will hold the Administration ac-
countable for minimal support if the Commission fails
in Conference (Baroni thinks this is true)

b. the Commission could catalyze community group support
for the Administration's urban policy as a vehicle for
direct involvement, with opportunities for popular
hearings and media events

Hamilton Jordan is against the Commission, and thinks

the President should veto it if it passes. He thinks the
idea of the Commission flies in the face of reorganization
goals.

Hamilton adds: "If it passes and the President agrees to
its creation, Joe Timilty would be my strong first choice
as Chair, regardless of whether or not Secretary Harris
likes him or not. Joe Timilty helped us get here and is
politically sensitive to the problems of cities and
neighborhoods."

PRESIDENTIAL DECISION:

Option 1 - The Administration can withdraw its support
for the Commission.

Option 2 - The Administration can remain publicly
committed but take no affirmative action to
encourage Conference approval.

Option 3 - The Administration can support Conference

approval. y "
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THE WHITE HOUSE 4
WASHINGTON

Mr. President:
The Vice President comments:

"I concur in the judgment of

Stu and Bob Bergland that the
$9.00 price support should be
established. Both Bob and I
have talked with the dairy state
representatives in the Congress.
We've been advised that they
could go along with the 83%
level, but would be compelled

to criticize sharply a decision
to keep the support at 80% of
parity. Because of the promises
in the campaign, I think we

must go to 83%.°

-—--Rick
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From a political viewpoint, the situation is somewhat different.
A summary of statements made by you and the Vice President

on this issue during the campaign is attached. 1In your
statement and letter, you sharply criticized President

Ford's veto of a bill raising price supports to 85 percent

of parity (the equivalent of $8.77 at that time) and indicated
that you would have signed such legislation. The Vice
President strongly indicated that "one of the first things
we're going to do is introduce that 85 percent minimum dairy
price support."

The House Agriculture Committee has recommended to the House
Budget Committee that the FY 1978 budget should assume
supports set at 85 percent of parity. Though several milk
producer organizations have argued for the 85 percent support,
industry opinion is divided. The National Milk Producers
Federation, a leading lobby organization for major dairy
cooperatives, has recommended 80 percent. It would seem

that while most producers are hoping for supports at 85
percent of parity, they are expecting less, probably 80
percent. The staff of the Council on Wage and Price Stability
issued a report opposing any increase in the support price

and recommending that consideration be given to lowering the
level of support.

The major options are as follows:

1) Stick with 80 percent of parity, which would re-
quire raising the current price support from $8.26
per hundred weight to $8.67. This would result in
additional Treasury costs of $128 million (beyond
the current level of $425 million) and additional
consumer expenditures of $332 million (3/4¢ per
quart). Both Secretary Bergland and I feel strongly
that we should not adopt this option since it
would be so contrary to our campaign statements.
OMB favors this option, given the budgetary impli-
cations of raising supports higher.

2) Raise the support level to 85 percent of parity,
which would raise the floor price to $9.21 per cwt.
This would increase Treasury costs by an estimated
$455 million and consumer expenditures by $736 Vs
million (2%¢ per quart). Secretary Bergland /a
believes this is too costly and has pointed out A A
that this would give dairy farmers considerably l?
more than the dollar equivalent of 85 percent of
parity at the time of your October 25, 1976 letter,
which would have been $8.77 per cwt.
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DECISION

Option 1
Option 2

Option 3

Establish a floor price of $9.00 per cwt., roughly
83 percent of parity. This middle course would
add about $325 million to budget costs and $579
million (1%¢ per quart) to consumer food costs.
Secretary Bergland recommends this option. He
states that $9.00 is a sort of "magic" number for
farmers and that he thinks it is high enough to
ward off criticism that we have not gone to a full
85 percent of parity. It also would permit him to
argue that the actual floor price of $9.00 was
higher than the floor price would have been in
October 1976 at 85 percent ($8.77).

CEA points out that an increase in milk support
prices at this time would have significant effects
on budget outlays and consumer prices, without any
significant economic benefits because government
stocks of dairy products will be more than adequate
at the existing price support level. An increase
to $9.00 per cwt. in the support price would
probably result in something like 4 billion pounds
of milk equivalent (about 3 percent of annual milk
production) added to government stocks at a budget
cost in the neighborhood of $300 to $350 million
per year. CEA believes that the increase in the
price of milk, if fully applied to fluid milk and
passed through to consumers dollar for dollar
would increase consumer costs of milk even more
than the $579 million estimated by USDA.

CEA estimates that the effect of an increase to
$9.00 per cwt. on food prices works out to about
.5 to .6 of 1 percent on the food CPI, which
implies a little over .1 of 1 percent on the
overall CPI.

(OMB, CEA)

L// (Secretary Bergland and I) ;I/ZT7 .
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g Fbda bl HIAS SEEN,
THE WHITE HOUSE '

WASHINGTON
March 18, 1977

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT

FROM: HUGH CARTER, JR%

SUBJECT: Dr. Brzezenski's Transportation

Per your request, attached is the memorandum from

you to me concerning an automobile for Dr. Brzezinski.
I have already informed Dr. Brzezinski of your decision
and he was quite pleased. He did note, however, that
on some days he would probably continue to walk to
work which somewhat neutralizes the need for the auto-
mobile. You may want to discuss this with him.

Elactrostatic Cony Mads
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THL FHESLDEHT TIAS SEEN,

THE WHITE HOUSE

WASHINGTON ,//,

Tt TRESIDENT HAS SEEN.

CONGRESSIONAL TELEPHONE CALL

SEE ATTACHED LETTER

TO:
DATE:
RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF DISCUSSION:

Date of submission:

Rep. Butler Derrick (D-S.C. 3)

Open

Jim Free9 .-4./

Thank Rep. Derrick for his support of

the President's decision to delete funding
of 19 water projects, including Richard

B. Russell Dam and Lake.

Rep. Derrick is one of the few Members of
Congress who is supporting the President
on the water projects issue. This stand
has not been an easy one for Rep. Derrick,
and he was given a very rough time by

the press in his last news conference.
The story made the national news today.

1. Thank Rep. Derrick for his support

of the President's position on the review
of water projects and the deletion of
funding for those not meeting certain
criteria.

2. Thank Rep. Derrick also for his support
of the President's decision to delete
funding for the Richard B. Russell Dam

and Lake, noting the President's apprecia-
tion of the fact that this has not been

an easy position for him to take.

March 18, 1977

APPROVED BY FRANK MOORE /‘/J’M

NOTE: _Congressman Derrick is in South Carolina and is in the process
of moving. If you agree to make this call, we will have to coordinate
with the Congressman's office to ensure that you can reach him.
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THE, WRHTE HOUSE
WASHINGTON

Mr. President:

Stu concurs with Lance.

Rick
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LEGISLATIVE BRANCH

Office of Technology Assessment

Purpose/Discussion

This is a request for a 1977 supplemental appropriation of
$725,000 and a 1978 budget amendment for $500,000 for the
Office of Technology Assessment. Since these requests are
for the legislative branch they are transmitted to the
Congress without review or change.

Outlay Impact

These requests will increase legislative branch
outlays by $725,000 in fiscal year 1977 and $500,000 in
fiscal year 1978 over estimates contained in the 1978 budget.

Recommendation

That you sign the letter transmitting these requests
to the Congress.
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EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL OF ECONOMIC ADVISERS

Purpose / Discussion

These proposed reductions for fiscal year 1977 and
1978 reflect the fact that Chairman Schultze is no longer
serving as co-chairman of the Economic Policy Group. This
relieves the council of the responsibility of providing
the staff and other resources to support Mr. Schultze in
this function.

Outlay Impact

These proposals will reduce outlays by $12,000 in
fiscal year 1977 and $91,000 in fiscal year 1978.

Recommendation

That you sign the letter transmitting this request to

the Congress.
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FUNDS APPROPRIATED TO THE PRESIDENT

Foreign Assistance

Purpose/Discussion

This is a request for a 1977 supplemental appropriation of $9,550,000
to purchase from the Department of the Treasury U.S.-owned Egyptian
pounds for the purpose of leasing facilities for the Agency for
International Development in Cairo, Egypt, pending the construction of
permanent facilities scheduled for completion in 1981. By entering
into long-term (3-5 year) leases now, the U.S. Government will save
considerable amounts because of the high inflation rates in the
Edyptian economy.

Qutlay Impact

This request wil] not increase fotal budget outlays, since this
proposal will only involve the expenditure of Public Law 480-generated
local currencies which are excess to our needs.

Recommendation

That you sign the letter transmitting this request to the Congress.
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DEPARTMENT OF COMMERCE

Economic Development Administration

PUI‘EOSG

This request for a 1977 supplemental appropriation of
$20,000,000 for the Economic Development Administration's
regular public works program is to partially restore the
$30,180,000 of previously appropriated funds which were
reprogrammed for use in support of permanent sports
facilities for the 1980 wWinter Olympic Games at Lake
Placid, New York. This is consistent with your decision
regarding Federal assistance for the 1980 Winter Olympics.

Outlay Impact

This request will increase the Department of Commerce's
estimated outlays by $600,000 in fiscal year 1977 and
$6,000,000 in fiscal year 1978 above the levels estimated
in the 1978 Budget Revisions.

Recommendation

That you sign the letter transmitting this request to
the Congress.
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DEPARTMENT OF THE INTERIOR

SOUTHWESTERN POWER ADMINISTRATION

Purpose/Discussion

This proposed supplemental appropriation will provide additional funds
over and above a recent supplemental appropriation of $6.4 million to
enable the Southwestern Power Administration to continue to purchase
power to make up the shortfall in hydroelectric power furnished to its
customers. When the first supplemental was requested it was assumed
that water conditions would improve} however, the drought in Oklahoma,
Missouri and Arkansas persists. The Department now estimates that if
the present conditions continue, the supplemental appropriation of
$6,400,000 will be depleted by the middle of May. As a result, the
Department is now requesting a second supplemental of $13,800,000 to
cover purchases of power for the remainder of the fiscal year.

i

Outlay Impact

This request will increase outlays by $13.8 M in 1977 over previous
estimates.

Recommendation

That you sign the letter transmitting this request to the Congress.
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DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

Facilities and Equipment (Airport and Airway Trust Fund)

Purpose/Discussion : .

This is a request for a 1977 appropriation language change to
extend the availability of the fiscal year 1975 appropriation for two
additional years until fiscal 1979. Funds affected by this extension
are estimated to be about $9,000,000, a large portion of which are
associated with the New York Cammon Instrument Flight Rules control
facility which is expected to be operational in 1980. Should these
funds be allowed to lapse at the end of 1977, an equal amount would
be requested in the 1979 budget.

Outlay Impact ' ¢

This proposal will not affect outlay totals contained in the
fiscal year 1978 budget.

Recommendation

That you sign the letter transmitting this request to the
Congress.
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SAINT LAWRENCE SEAWAY DEVELOPMENT CORPORATION
LIMITATION ON ADMINISTRATIVE EXPENSES

Purpose/Discussion

This is a request for a 1977 appropriation language change to increase
the limitation on administrative expenses for the Corporation because of
the executive pay increase. This adjustment does not reflect an increase
in total budget resources but simply a change in the amounts allocated
between administrative expenses and capital accounts.

Qutlay Impact

This proposal will not affect outlay totals contained in the fiscal
year 1978 Budget. '

Recommendation

That you sign the letter transmitting this request to the Congress.
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OTHER INDEPENDENT AGENCIES

COMMITTEE FOR THE PURCHASE FROM THE BLIND
AND OTHER SEVERELY HANDICAPPED

Purpose/Discussion

This $75,000 supplemental request would enable the Committee
to develop an environmental impact statement in connection
with a proposed new endeavor.

The Committee's purpose is to increase employment opportunities
for blind and other severely handicapped persons and, whenever
possible, to prepare these individuals to engage in normal,
competitive employment. A proposal that a workshop under the
Committee's jurisdiction begin the production--and sale to the
Government--of wiping rags has met opposition from the National

Association of Wiping Rag Manufacturers. This group, represent-
ing private industry, has accused the Committee for the Purchase

from the Blind and Other Severely Handicapped of encroaching

into its territory and has alleged that the Committee's proposal

could have major adverse environmental effects.

10

The Council on Environmental Quality and the Environmental Protec-

tion Agency agree that the statutory provisions of the National
Environmental Policy Act would require the Committee to_develo
an environmental impact statement in connection with its pro-
posal.

Outlay Impact

This proposal will increase outlays by $15,000 in fiscal year
1977 and by $60,000 in fiscal year 1978.

Recommendation

That you sign the letter transmitting this proposal to th :

congress. ﬁw,‘ ﬁ// Ad/
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OTHER INDEPENDENT AGENCIES

APPALACHIAN REGIONAL COMMISSION

Purpose/Discussion

This is a request for a 1977 supplemental appropriation of
$15,000 and a 1978 budget amendment for $30,000 for the
Appalachian Regional Commission to cover unabsorbable costs of
the executive pay raise.

Outlay Impact

These requests will increase outlays by $15,000 in fiscal yéar
1977 and $30,000 in fiscal year 1978 over estimates contained

in the 1978 budget.

RECOMMENDATION

That you sign the letter transmitting these requests to the
Congress.
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OTHER INDEPENDENT AGENCIES

OCCUPATIONAL SAFETY AND HEALTH REVIEW COMMISSION

Purpose/Discussion

This is a request for a 1977 supplemental appropriation of
$177,000 for the Occupational Safety and Health Review
Commission to cover unabsorbable costs of the executive pay
raise.

Outlay Impact

The request will increase outlays in 1977 by
$177,000 over estimates contained in the 1978 budget.

RECOMMENDATION

That you sign the letter transmitting the request to the
Congress.
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ASSISTANT DIRECTOR FOR BUDGET REVIEW
"OFFICE OF MANAGEMENT AND BUDGET

— 3/15/77

PLEASE NOTE:

In order for these proposals to be
considered with the 1977 Supple-
mental Appropriations Bill, this
package should be transmitted to
the Congress no later than Friday,
March 18.

%4”#5524-«

Dale McOmber






" MEMORANDUM {RARD S SEUARR REAMEIANE DUBFI S FEAVE B

THE WHITE HOUSE !

WASHINGTON

INFORMATION 18 March 1977

TO: THE PRESIDENT

FROM: RICK HUTCHEsogf
SUBJECT: . Memoranda Not Submitted

1. LETTER FROM REV. THEODORE HESBURGH proposing Leonard Vv
Woodcock as Ambassador to the Soviet Union.

2. WATSON MEMO informing you that he has copies of the tran-
sition briefing books for various departments as updated
through the transition period (21 volumes). He will
ensure that complete sets are maintained for the
Archives. He offers to get copies to you if you wish to ro
see them.

3. BRZEZINSKI MEMO regarding the Stanton Report (not submitted,
as you have already decided for Gronouski). Brzezinski
says that Stanton's Report advocates a fragmenting of US
information efforts, making US information programs harder
for the government to manage and less amenable to White
House influence. He adds that opposition to Stanton's Cz
ideas has been widespread, and that Stanton as BIB —
Chairman would be caught up in controversy from the
start, making it very difficult to get real improvements
in US broadcasting and other information efforts.
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